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RECENT  LOCAL  AID  CUTS  PUT  BOSTON’S  BUDGET  OUT  OF  BALANCE 


Boston’s  $1,334  billion  financial  plan  for  fiscal  1992,  approved  by  the  City  Council  on  June  28th,  is  now  out  of  balance  by 
$14-$16  million.  Last  week,  the  State  released  its  Cherry  Sheet  estimates,  which  indicated  that  Boston’s  discretionary  local 
aid  had  been  cut  by  $15.7  million  more  than  the  City  had  anticipated.  Since  the  Mayor  first  presented  a budget  to  the  City 
Council  on  April  10,  1991,  a few  other  revenue  and  expenditure  items  have  changed  which  may  slightly  lessen  the  impact 
of  the  state  aid  cuts.  The  Mayor  is  expected  to  present  a revised  budget  to  the  City  Council  in  August.  After  having  already 
reduced  departmental  budgets  by  $58.7  million  this  year,  cutting  services  by  an  additional  $14-$16  million  will  be  difficult 
and  public  safety  departments  will  be  affected  more  than  in  the  first  round  of  cuts.  To  bring  its  budget  into  balance,  the 
City  must  choose  one  or  a combination  of  three  options:  1)  cut  services  by  $14-$16  million,  2)  rely  more  on  one-time 
revenues  or  3)  comply  with  the  state  plan  to  allow  municipalities  to  defer  one  month  of  teachers’  salaries  into  fiscal  1993. 
The  latter  two  options  are  fiscally  imprudent  and  should  be  avoided  if  at  all  possible. 

There  are  several  issues,  in  addition  to  local  aid,  that  will  compound  Boston’s  fiscal  problems  this  year.  The  School 
Committee’s  budget  is  $19.1  million  or  5.0%  above  the  School  Department’s  authorized  spending  level  for  the  year.  The 
City’s  collective  bargaining  contracts  have  expired  and  no  salary  increases  are  provided  in  the  budget.  On  the  revenue  side, 
it  appears  that  the  parking  fine  revenue  estimate  of  $55.0  million  may  need  to  be  reduced  by  a few  million  based  on  last 
year’s  actual  collections.  Included  in  the  budget  is  $3.0  million  from  the  sale  of  the  Kingston  Street  garage  and  $10  million 
from  state  reimbursements  for  the  City’s  loss  of  land  for  the  Central  Artery.  However,  neither  the  garage  sale  nor  the  artery 
land  agreements  have  been  finalized,  making  them  issues  that  should  be  watched  carefully.  The  state  Choose-A-School 
program  could  also  create  a serious  fiscal  problem  for  Boston  depending  on  how  it  is  implemented  and  whether  METCO 
students  are  eligible.  Some  good  news  for  the  City  is  that  debt  service  costs  are  expected  to  be  $1.9  million  less  than 
originally  anticipated  due  to  a recent  refinancing  of  city  bonds.  The  City’s  Urban  Redevelopment  Corporation  Excise  funds 
(Chapter  121A)  are  expected  to  provide  at  least  an  additional  $2.0  million  over  the  original  fiscal  1992  budget  estimates. 
State  assessments,  primarily  Boston’s  share  of  the  MBTA  net  service  deficit,  totaled  $52.3  million,  which  is  $750,000  less  than 
estimated  in  the  city  budget.  Finally,  state  reimbursement  for  teacher  pensions  should  produce  about  $400,000  over  the 
original  estimates. 

CURRENT  CITY  BUDGET 

Boston’s  fiscal  1992  budget,  approved  on  June  28th,  established  a fragile  balance  between  reduced  revenue  estimates  and 
cuts  in  departmental  spending.  City  revenues  were  estimated  to  decrease  by  $33.7  million  or  2.5%,  reflecting  a decrease 
in  available  revenues  due  to  reduced  local  aid,  a loss  of  one-time  revenues  used  in  fiscal  1991  and  cuts  in  departmental 
receipts,  reflecting  the  slowdown  in  the  regional  economy.  The  fixed  costs  of  pensions,  debt  service  and  state  assessments 
increased  by  $14.7  million  or  5.9%,  requiring  departmental  budgets  to  be  cut  by  $48.5  million.  However,  an  increase  of  $10.2 
million  in  health  insurance  meant  that  departmental  budgets  actually  had  to  be  cut  by  $58.7  million.  City  departments,  in 
aggregate,  were  reduced  by  4.8%,  the  Hospital  Department  by  4.9%,  School  Department  by  3.9%  and  Suffolk  County 
Departments  by  0.5%.  The  budget  planned  for  the  elimination  of  767  city  positions  funded  in  fiscal  1991  with  several 
hundred  more  positions  expected  to  be  reduced  by  the  School  Department. 

BOSTON’S  LOCAL  AID  REDUCTION 

Boston’s  discretionary  state  aid  for  fiscal  1992  is  $326.9  million,  which  represents  a cut  of  $42.5  million  or  11.5%  from  the 
prior  year.  The  City’s  budget,  relying  on  the  Governor’s  local  aid  recommendations,  projected  state  aid  of  $342.6  million, 
a cut  of  $26.8  million.  Thus,  the  actual  state  aid  cut  for  Boston  is  $15.7  million  greater  than  originally  estimated.  This 
additional  local  aid  cut  of  $15.7  million  increased  Boston’s  overall  revenue  loss  to  $49.4  million  or  3.6%  from  the  prior  year. 

Resolution  Aid  is  the  largest  local  aid  category  and  the  one  from  which  the  full  local  aid  cut  was  taken  this  year.  It  consists 


of  the  Chapter  70  school  aid  and  the 
Additional  Assistance  accounts. 

Resolution  Aid  for  all  municipalities  this 
year  was  set  at  $1,287  billion,  a decrease 
of  $328.6  million  or  20.3%.  Boston’s 
Resolution  Aid  was  cut  by  $45.1  million 
or  14.2%.  Despite  the  cut,  Boston 
increased  its  share  of  Resolution  Aid 
from  19.7%  of  the  total  available  for  all 
municipalities  in  fiscal  years  1990  and 
1991  to  21.2%  this  year.  That  may  be 
attributable,  in  part,  to  the  distribution 
methodology  used  which  attempted  to 
hold  municipalities  harmless  from  the 
Governor’s  local  aid  estimates  after 
allocating  a $345.0  million  cut  on  a 50% 
per  capita  basis  and  50%  across-the- 
board  basis.  To  achieve  that,  an 
estimated  teacher  deferral  savings  was 
applied  to  all  cities  and  towns,  and  for  the  few  communities  that  still  showed  a gap,  an  additional  $16.4  million  was  made 
available.  Boston  received  $6.1  million  or  37.2%  of  that  amount.  Thus,  the  Resolution  Aid  amount  for  each  community 
was  determined  with  the  assumption  that  the  teacher  salary  deferral  savings  would  be  implemented.  This  provision  is 
explained  further  below. 

REVENUE  MIX  CHANGE 

Local  aid  cuts  over  the  past  three  years  have  caused  a significant  shift  in  the  revenue  mix  with  the  property  tax  assuming 
about  the  same  share  of  total  revenue  as  it  did  in  fiscal  1983.  In  fiscal  years  1991  and  1992,  local  aid  has  decreased  by  $80.6 
million  or  19.8%.  From  fiscal  1989  to  fiscal  1992,  state  aid  as  a percent  of  total  general  fund  revenues  has  decreased  from 
31.7%  to  24.7%,  while  the  property  tax  has  increased  from  35.7%  to  41.9%.  This  trend  is  expected  to  continue  next  year. 

TEACHER  SALARY  DEFERRAL 

Of  the  several  measures  approved  by  the  Legislature  to  help  the  cities  and  towns  immediately  cope  with  this  year’s  local  aid 
cuts,  the  only  one  escaping  the  Governor’s  veto  was  the  deferral  of  teachers’  salaries.  As  currently  written,  the  law  intends 
to  provide  cities  and  towns  budget  relief  in  fiscal  1992  by  authorizing  the  deferral  of  one  month’s  teachers’  salaries  into  the 
beginning  of  fiscal  1993.  Based  on  Boston’s  current  school  budget,  the  cost  of  teachers’  salaries  for  one  month  is 
approximately  $14.3  million.  To  assist  communities  in  reducing  their  level  of  appropriation  in  response  to  the  larger  than 
anticipated  local  aid  cuts,  the  school  budget  and  the  municipal  budget  as  a whole  are  required  to  be  reduced  by  the  amount 
of  the  teachers’  salaries  deferred  into  the  next  fiscal  year.  This  does  not  affect  service  levels  and  also  does  not  help  the 
School  Committee  reduce  its  $19.1  million  gap  between  its  budget  and  the  Department’s  appropriation.  This  deferral  plan 
authorizes  municipalities  to  pay  11  months  of  teacher’s  salaries  in  fiscal  1992  and  fiscal  1993.  However,  in  fiscal  1994  the 
budget  for  teachers’  salaries  will  increase  substantially  as  the  full  12  months  of  salary  must  be  paid.  On  an  accounting  basis, 
a financial  liability  equal  to  two  months  of  teachers’  pay  is  created  which  will  affect  each  community’s  fund  balance.  All 
cities  and  towns  are  expected  to  implement  the  deferral  plan  unless  they  act  to  reject  it. 

CONCLUSION 

The  Mayor  and  City  council  should  address  the  City’s  budget  imbalance  soon.  The  longer  the  delay,  the  more  difficult  the 
cuts.  As  hard  as  making  additional  reductions  in  the  city  departmental  budgets  will  be,  that  appears  to  be  the  best  option 
for  the  City’s  long-term  interests.  State  revenue  projections  for  next  year  indicate  that  local  aid  to  Boston  could  be  cut  again 
and  property  tax  increases  from  new  growth  will  not  improve.  Boston  is  relying  on  one-time  revenues  of  $13.0  million  this 
year  and  further  dependence  on  that  source  will  dig  a deeper  hole  for  the  City  next  year.  Over-reliance  on  one-time 
revenues  last  year  is  contributing  to  this  year’s  revenue  loss.  The  teacher  salary  deferral  plan  merely  postpones  the  budget 
problem  until  fiscal  1994,  provides  no  real  savings  and  forces  an  unnecessary  financial  liability  on  the  municipalities.  None 
of  the  choices  are  good,  but  the  Mayor  and  City  Council  should  approve  a revised  budget  that  is  prudent,  will  live  within 
available  operating  revenues  and  provides  reasonable  stability  in  the  next  few  years  of  revenue  uncertainty.  The  Weld 
Administration  should  begin  developing  an  equitable  partnership  with  the  cities  and  towns  in  the  sharing  of  state  revenues 
and  implementing  the  recommendations  of  the  Hamill  Task  Force  On  Local  Finance. 


BOSTON  CHERRY 

SHEET  ESTIMATES 

CATEGORY 

FY  90 

FY  91 

FY  92 

CHANGE 

FY91-FY92 

CHAPTER  70 

$46,837 

$44,964 

$44,964 

$0 

ADDITIONAL  ASSISTANCE 

262,193 

251,738 

206,638 

(45,100) 

COUNTY  JAIL  GRANT 

22,127 

21,587 

21,587 

0 

TOTAL  RESOLUTION  AID 

$331,157 

$318,289 

$273,189 

($45,100) 

LOTTERY 

$25,329 

$25,329 

$25,329 

$0 

HIGHWAY  FUND  CH  81 

462 

0 

1,516 

1,516 

SCHOOL  CONSTRUCTION 

14,705 

11,635 

13,633 

1,998 

SCHOOL  TRANSPORTATION 

10,027 

10,815 

10,428 

(387) 

ALL  OTHERS 

25,751 

3,347 

2,783 

(564) 

SUB-TOTAL 

$76,273 

$51,126 

$53,689 

$2,563 

TOTAL  STATE  AID 

$407,430 

$369,415 

$326,878 

($42,536) 

CHANGE  OVER  PRIOR  YEAR 

(647) 

(38,016) 

(42,536) 

PERCENT  CHANGE 

-0.16% 

-9.33% 

-11.51% 

